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On April 16, the five Central American Common Market Countries (CACM) Costa Rica, El Salvador,
Guatemala, Honduras, and Nicaragua signed a free-trade agreement with the Dominican Republic.
Although important details must still be worked out, it is the first such accord the CACM nations
have signed with a country outside the isthmus. Also, during the second Summit of the Americas in
Chile April 18-19, the CACM nations signed preliminary trade agreements with Chile and with the
Southern Cone Common Market (MERCOSUR).
The CACM and the Dominican Republic began negotiating a free-trade accord in November 1997,
following a meeting of the heads of state in Santo Domingo. At the conference, the presidents
agreed to complete trade talks during the first quarter of 1998, with the goal of signing an agreement
prior to the Summit of the Americas (see NotiCen, 11/13/98). During negotiations from November to
February, trade representatives made rapid progress (see NotiCen, 01/15/98 and 02/26/98). However,
in late March, negotiations snagged on a number of difficult issues.

CACM, Dominican Republic sign trade accord, despite problems
The biggest problem was the list of products on which tariffs will be phased out gradually. All goods
and services will become tariff-free once the pact takes effect except a small number of "sensitive"
products and services to be included on two lists one drawn up by the CACM nations and the other
by the Dominican Republic. The CACM countries submitted their list of seven exemptions early in
the talks: sugar, grain-based alcohol, coffee beans, wheat flour, petroleum derivatives, liquor, and
various kinds of oil.
The Dominican Republic, however, has stalled on submitting its list, largely because the government
and the private sector have been unable to agree on the goods and services to be included. A second
sticking point was the Dominican Republic's demand that products produced at maquiladora plants
that benefit from duty-free status on the island be included in the trade accord with the CACM. The
Central American nations oppose that because the Dominican Republic produces far more products
in duty-free zones than the isthmian nations, potentially giving Dominican producers an unfair
trade advantage. Finally, the negotiations also snagged on some clauses regarding rules of origin
and intellectual-property rights.
Despite the disagreements, the CACM and Dominican governments held to their commitment to
sign a trade accord prior to the Summit of the Americas, and, on April 16, Dominican President
Leonel Fernandez and the presidents of four of the five CACM countries signed a partial agreement.
Under the pact, the governments agreed to negotiate addenda within six months regarding the
exemptions, duty-free zones, and other pending issues. The accord which eliminates tariffs on all
goods and services not included in the addenda- -will take effect Jan. 1, 1999.
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Once the addenda are written, the agreement will be submitted to the national legislatures for
approval. The accord does not need the approval of all CACM nations to become operative, but
will take effect in each nation as it is ratified. The accord marks a turning point for the Dominican
Republic, since it is the first free-trade agreement that country has signed. "This is a major step
in seeking economic integration with the Central American economies and in breaking the
isolationism that our country has suffered for decades," said Dominican Foreign Minister Eduardo
Latorre. "We are slowly but surely finding our place in the global economy."
It is also the first time the Central American nations have invited another country to join the CACM.
Moreover, the isthmian nations hope the pact will accelerate free-trade negotiations with other
Caribbean nations. "We are demonstrating to the world our will to embrace integration, and we are
positioning ourselves as a bloc vis-a- vis other countries and regions in the hemisphere," said El
Salvador's deputy economy minister Eduardo Ayala Grimaldi.

CACM signs preliminary trade accords with Chile, MERCOSUR
Meanwhile, during the Summit of the Americas, the CACM countries also signed an agreement with
Chile to begin negotiations in September 1998 for a free-trade accord. Before then, the deputy trade
ministers will meet in Chile to hammer out a calendar for negotiations, which will include tariff
reduction for trade in goods and services, state purchases, conflict resolution, customs regulations,
rules of origin, safeguards, and anti-dumping measures.
In mid-1996, the CACM countries agreed in principle to open free-trade negotiations with Chile, but
talks were postponed to allow the Central American countries to first complete trade negotiations
with Mexico and some other nations (see NotiCen, 07/11/96, 08/01/96, 11/21/96).
Since then, Chile has signed bilateral investment protection and promotion accords with most
Central American nations and has held trade talks with Panama. Chile is particularly interested in
a free-trade accord with the CACM to better compete with Mexican businesses in Central America
and to offset the loss of markets for its goods in Asia, where the economic crisis has led to a sharp
drop in the sale of Chilean products. During the summit, the CACM also signed a framework accord
with MERCOSUR, which includes Argentina, Brazil, Uruguay, and Paraguay.
The accord calls for a Commerce and Investment Commission, with delegates from both regions,
that will strengthen investment and trade ties with the goal of opening free-trade negotiations.
"The pact with Central America is a framework agreement that creates a base to negotiate tariff
preferences and eventually a free-trade accord," said Jose de Graca Lima, deputy secretary of
integration in the Brazilian Foreign Ministry. [Sources: Inforpress Centroamericana (Guatemala),
04/02/98; El Tiempo (Honduras), 04/14/98; La Prensa (Nicaragua), Spanish news service EFE,
04/16/98; Associated Press, 04/17/98; Prensa Grafica (El Salvador), 01/31/98, 02/28/98, 04/03/98,
04/07/98, 04/13/98, 04/14/98, 04/18-20/98; Notimex, 03/17/98, 04/18/98; Prensa Libre (Guatemala),
03/20/98, 03/21/98, 03/24/98, 03/25/98, 04/02/98, 04/15/98, 04/16/98, 04/24/98; Tico Times (Costa Rica),
04/24/98]
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